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19 December 2005

GENERAL FUND REVENUE BUDGET SUMMARY 

2005/06 TO 2008/09

1. BACKGROUND INFORMATION AND OPTIONS

1.1 This report summarises the budget projections and matters to be considered in respect of the General Fund revenue services for the financial year’s 2005/06 to 2008/09. 

1.2 In particular, it advises on the Council’s core revenue budgets for 2006/07 together with projections to 2008/09, and considers the potential impact of any savings and new spending pressures. The report incorporates the provisional Revenue Support Grant received from the Government on 5th December, and considers the potential impact on the Council’s overall budget projections.

1.3 The report draws on information contained in a number of reports that have been considered by the Executive and Overview and Scrutiny Committees over the course of the financial year. The principal budget reports have been listed in Appendix A for reference purposes.  

1.4 Reports are considered elsewhere on the Agenda, giving further details on the Council’s overall budget in respect of the following issues and which together seek the Executives recommendations for draft budget consultation purposes.

1.5 The Executive will consider the final consultation feedback, together with the final Government Grant settlement figures (if available) on 23rd January and will subsequently recommend a budget to Council on 6th February 2006.

2. GENERAL FUND BUDGET PROJECTIONS 2005/06 REVISED TO 2008/09
2.1 The budget projections as currently forecast are summarised in the following table. Further details are contained in the notes following the table and Appendices listed:

Summarised Position
2005/06 Original Estimate

£000
2005/06

Revised Estimate

£000
2006/07 Original Estimate

£000
2007/08 Projection

£000
2008/09 Projection

£000

Total Projected Expenditure (see 3.1 and Appendix B)
15,350
16,932
16,334
17,799
18,523

Total Projected Resources (see 3.2 and Appendix C)
(15,350)
(16,932)
(16,548)
(16,977)
(17,495)

Projected (Surplus)/ Shortfall excluding savings and new spending
0
0
(214)
822
1,028

Less:

New Saving Proposals 

· Recurring 

· Non-Recurring

(see para 4 and Appendix D)



(962)

0


(1,162)

0
(1,146)

0

Add:

New Spending Pressures 

· Recurring

· Non-Recurring

(see para 5 and Appendix E)



1,246

189
1,203

55


1,203

0



Potential Budget Shortfall

(see para 2.2)


259
918
1,085

Potential Shortfall Analysis:

· Recurring 

· Non-Recurring  




70

189


863

55
1,085

0

2.2 It should be noted that the potential shortfall projected above is the projected position that would occur only if all of the new Savings and Spending Pressures were accepted. The Executive are asked to consider the issues in this report and make proposals on the savings, new spending pressures and use of balances as set out in this report in order to issue a draft budget for consultation purposes.

2.3 It should also be noted that these projections are subject to final notification of RSG, Council Tax base and Surplus, Planning Delivery Grant, Waste Minimisation Grant, LABGI notification, all of which will be notified, in early 2006. 

3.
EXISTING EXPENDITURE COMMITMENTS

3.1 Existing Expenditure Commitments 

The existing expenditure commitments from the 2005/06 budget and any subsequent approvals by Council are set out in Appendix B.  The following should be noted:

· The forward year projections at this stage exclude the new spending and saving proposals being put forward for consideration as part of the current years budget deliberations.

· There is currently one outstanding notification for Parish Council precepts for 2006/07. The current estimate for 2006/07 is for a total £335,575 (a 5.93% increase over 2005/06). The actual Parish requirement for each Parish is set out in Appendix F.

3.2 Resources available to meet expenditure commitments 

The figures set out in Appendix C are based on The Provisional Local Government Finance Settlement announced by the Secretary of State on 5th December 2005. It should be noted that provisional settlement figures have been received for both 2006/07 and 2007/08 and further details are contained in report FS35/05, which is elsewhere on the agenda. 

Contributions from balances include all approvals to date, but make no assumptions on further contributions from balances to support the budget from 2006/07 onwards. 

The resources also assume for projection purposes:

· A 2.5% Government Grant increase for 2008/09.

· An illustrative 3.5% increase in Council Tax increase for 2006/07 to 2008/09.

· A  Council Tax Surplus of  £55,000 p.a. (the actual for 2006/07 will be available in January)

· A taxbase of 33,443.73 (the actual for 2006/07 will be available in January)

For information, broadly: 

· Each 1% (£1.65) movement in Council Tax impacts on the Council by £55,000 

· Each 1% movement in grant or Council Tax Base will impact by £101,000.

· Each £33,300 increase or decrease in expenditure impacts on the Council Tax Requirement by £1.

4.
SAVINGS AND ADDITIONAL INCOME PROPOSALS (see Appendix D)

4.1 The savings and additional income proposals were presented to the Executive at their meeting of 14th November (FS26/05), supported by individual charges review reports.  At that meeting the Executive resolved:

· To propose various options for the review of car parking charges as the basis for consultation.

· To propose that Bereavement charges be increased by 5% as the basis for consultation.

4.2
In addition, the Executive requested the Senior Management Team to investigate further savings proposals for consideration. The proposals are set out below for Executive consideration with further details provided within FS36/05 elsewhere on the agenda.

4.3 
It should be noted that following further analysis the projection for the LABGI income has been reduced for 2006/07 by £65,000. The exact amount to be received will not be notified by the Government until February each year which makes forward planning for the budget process difficult.

4.4 The savings set out in Appendix D, take account of the above except in relation to the proposals for Bereavement Services and no additional income has been included for Development Control. 

5. NEW PRIORITIES FOR REVENUE SPENDINGS (see Appendix E)
5.1 The Executive at their meeting of 14th November (FS24/05) considered the new spending pressures. At that meeting the Executive resolved that Option 1 as set out in report RB08/05 was their preferred option for concessionary fares for consultation purposes.

5.2 An additional pressure has been added resulting from the Amending Report for 2004/05 and 2005/06 issued as part of the Revenue Support Grant Settlement for 2006/07 and which has resulted in a loss of income of £17,000 pa.

5.3 It should be noted that this report considers the Revenue bids only. Report FS33/05 considered elsewhere on this agenda gives details of any Capital bids submitted, although any recurring expenditure resulting from the acceptance of Capital bids will fall to be met from revenue budgets, and initial projections on the impact have been made. 

6.
PROJECTED IMPACT ON REVENUE BALANCES

6.1 
The Council’s overall levels of balances are set out in the Table below and have been adjusted assuming withdrawal to support all of the current budget proposals. It should be noted that the 2004/05 Statement of Accounts have not yet been finalised and once completed, any impact on reserves will be reported to a future meeting if necessary.

6.2 The general principles on each of the Reserves are set out in the Medium Term Financial Plan. In terms of meeting ongoing revenue expenditure, the general guiding principle which Council approved is that :


‘Wherever possible, reserves should not be used to fund recurring expenditure, but that where it is, this should be made explicit, and steps taken to address the situation in the following years’.

Council Reserves

Actual

31/03/05

£000
Revised

31/03/06

£000
Projected

31/03/07

£000
Projected

31/03/08

£000
Projected

31/03/09

£000

General Fund Reserve
(i)
(2,835)
(3,005)
(3,568)
(3,568)
(3,568)

HRA /Benefit Reserve
(ii)
(3,537)
(30)
0
0
0

CTS Reserve

(100)
(50)
0

0

Projects Reserve
(iii)
(3,247)
(4,499)
(3,569)
(2,101)
(436)

Renewals Reserve

(2,408)
(1,533)
(1,816)
(1,871)
(1,925)

Pensions Reserve 
(iv)
(1,000)
(563)
0
0
0

Asset Disposal Reserve

(100)
(1,100)
(1,100)
(1,100)
(1,100)

Lanes Capital Reserve

(236)
(251)
(266)
(281)
(296)

Total available Council Balances

(13,463)
(11,031)
(10,319)
(8,921)
(7,325)

(i) The fund will be built up to the target amount of £3.8m by allocating any future years underspends or windfall gains and uncommitted resources from the Projects Reserve. The balance on the Pensions Reserve (£563,00) and the HRA/Benefit Reserve (£170,000) has been transferred to this reserve and reflected in the table above. 

(ii) Following the LSVT transfer, it was originally assumed that £1.6m of the final HRA    balance transferred to the General Fund on the transfer of the Housing Stock could be required to meet the local cost of benefits in the first three years before the Revenue Support Grant reflects this expenditure. Following submission of the 2004/05 subsidy claim this is now projected at £27,000, however this claim is still subject to audit. It is recommended that £30,000 be retained in an earmarked reserve pending the formal audit process.

(iii) The Projects Reserve has been used as a first call on the current revenue budget deficit and the movement of the reserve is as follows:

Balance as at:
Projected Balance

£000
In year Revenue

Requirement

£000
In Year Capital

Requirement

£000

31/03/05
(3,247)
2,085
0

31/03/06
*(4,499)
930
0

31/03/07
(3,569)
1,468
0

31/03/08
(2,101)
1,665
0

31/03/09
(436)



* includes £3.337m of HRA balances

(iv) A Pensions Reserve was established during 2004/05 to cushion the impact of any increase from the triennial revaluation that could not be met immediately from ongoing revenue budgets. The balance on the reserve as at 31st March 2006 has been transferred into the General Fund Reserve. 

7. MEDIUM TERM OUTLOOK AND BUDGET DISCIPLINE 2007/08 to 2009/10

7.1 The current budget projections for the next three-year period indicates that substantial savings may be required to meet the Council’s ongoing commitments.

7.2 As previously reported it is the Government’s intention to move towards three-year settlements for local government in the next Spending Review period. Three-year projections will help considerably with future years planning, as early indications of future government spending levels and support to Councils will be available at the start of the budget process. However as notification on specific grants is received on an individual basis late in the budget process this makes the financial planning process difficult. 

7.3 Implications arising from the Lyons Review on Local Government Finance and the Government Spending Review (which for 2006 has been postponed to 2007) will need to be assessed and built into future years’ projections once the results of the Reviews are made available. For the purposes of 2008/09 RSG projections a projection of 2.5% has been assumed.

7.4 The City Council needs to establish as part of its budgetary process the financial discipline to be followed by member and officers in the ensuing financial years, and the Executive are asked to make recommendations in this respect.

7.5 Under section 25 of the Local Government Act 2003 the Director of Corporate Services is required to prepare a statutory report which considers the robustness of the estimates and the adequacy of reserves and which determines levels of borrowing. A full report will be prepared and included within the Executive’s draft budget proposals for consultation purposes. At this stage it should be noted that although the current revenue deficit is at a manageable level further savings will be required to meet the ongoing projected shortfall, thus ensuring the Executive’s aim of levying a fair Council tax for the people of Carlisle and ensuring that Reserves are maintained at appropriate levels as set out in the Medium Term Financial Plan.

8. CONSULTATION

8.1 The Executives draft budget will be issued for consultation on 19th December. The consultation feedback, together with the final Government Grant settlement (if available), will be considered by the Executive on 23rd January, following which the Executive will make final budget recommendations to Council on 6th February 2006.

9. RECOMMENDATIONS

9.1 The Executive is requested to make recommendations for draft budget consultation purposes on the following issues:

(i) Recommend approval of the revised estimates for 2005/06 totalling £16.932m and the consequential reduction by £1.582m in reserves  together with the 2006/07 base estimates of £15,350m (para 3.1).

(ii) Recommend any savings and increased income as summarised in appendix D.

(iii) Recommend any new spending commitments as summarised in appendices E.

(iv) Recommend the amount to be appropriated from Balances and Reserves by way of a contribution to General Fund revenue expenditure requirements in 2006/07.

(v) Recommend directions to be given to the Council on the budgetary discipline to be followed in 2006/07 to 2008/09 and on the criteria to be applied in the strategic reallocation of resources to meet the future budget requirements identified in the medium term financial outlook.

10. REASONS FOR RECOMMENDATIONS

10.1 To enable the Executives draft budget proposals for consultation purposes to be prepared.

11. IMPLICATIONS

· Staffing/Resources – Certain of the new bid proposals have staffing implications.

· Financial – Included within the report.

· Legal – Not applicable.

· Corporate – Included within the report.

· Risk Management – A major risk to the budget projections is the heavy reliance on income. Income from fees and charges reflect past experience of economic and customer activities, and any significant slowdown or economic recession would likely impact on projected income.  This is particularly relevant in 2005/06, with current indications anticipating a significant shortfall against income projections. There is also a heavy reliance on investment income, which continues to be affected by the low interest rates. Also there is an increased reliance on specific Government grants particularly in the areas of Benefits and Planning, and the Council would need to address the issues which would result from any withdrawal of grants.

· Equality Issues – Not applicable.

· Environmental – Not applicable.

· Crime and Disorder – Not applicable.

· Impact on the Customer – Principally Council tax and charges impacts.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Angela Brown



Ext:
7299

APPENDIX A

PRINCIPAL REPORTS CONSIDERED DURING THE BUDGET PROCESS TO DATE

Report Ref
Date
Title

FS4/05

(Amended)
13/06/05

19/07/05
Medium Term Financial Plan 2006/07 to 2008/09

FS5/05

(Amended)
13/06/05

19/07/05
Corporate Charging Policy 2006/07 to 2008/09

FS3/05

(Amended)
13/06/05

19/07/05
Capital Strategy 2006/07 to 2008/09

PS12/05
19/07/05
Asset Management Plan 2006/07 to 2008/09

FS17/05
01/08/05
Three Year Budget 2006/07 to 2008/09 First Forecast and Timetable

FS25/05
21/11/05
General Fund Revenue Estimates 2006/07 to 2008/09

FS24/05
14/11/05
Budget 2006/07 to 2008/09 – New Priorities for Revenue Spending 

FS27/05
14/11/05
Provisional Capital Programme 2005/06 to 2008/09

FS32/05
21/11/05
Renewals Reserve – Holding Report

FS26/05
14/11/05
Budget 2006/07 to 2008/09 – Summary of Saving Proposals and Income Projections

EPS53/05
14/11/05
Charges Review – Licensing

LDS37/05
14/11/05
Charges Review – Legal and Democratic Services

ECD20/05
14/11/05
Charges Review – Economic and Community Development Services

CTS31/05
14/11/05
Car Park Charges Review 2006/07

EPS55/05
14/11/05
Charges Review – Environmental Protection Services

CLS16/05
14/11/05
Charges Review – Culture, Leisure and Sport Services

P36/05
14/11/05
Charges Review – Planning Services

FS35/05
19/12/05
Provisional Revenue Support Grant Settlement 2006/07

FS36/05
19/12/05
Additional Savings

ECD/21/05
19/12/05
Greystone Community Centre

CLS20/05
19/12/05
Chances Park

FS33/05
19/12/05
Provisional Capital Pprogramme 2006/07 to 2008/09

NB: In addition to the above reports, specific detailed reports on certain significant budget issues have considered as separate items.

APPENDIX B

EXISTING EXPENDITURE COMMITMENTS

EXPENDITURE PROJECTION
2005/06

Original      Revised 
Estimate    Estimate
£000        £000
2006/07

Estimate

£000
2007/08

Proj

£000
2008/09

Proj

£000

Core Spending:




7,937

Core Base Expenditure
12,978
12,978
12,988
12,988
12,988

Treasury Management 
485
485
620
725
1,009

Inflation Projection
524
524
1,156
1,600
2,000

2005/06 agreed Savings
(717)
(717)
(722)
(722)
(722)

2005/06 agreed Spending
1,191
1,191
1,226
2,259
2,259

Supplementary Estimates

37
59
59
59

Total Core Spending
14,461
14,498
15,327
16,909
17,593

Non-Recurring Exp:






Pre 2005/06 approvals
183
183
93
0
0

2005/06 New Savings
(71)
(71)
0
0
0

2005/06 New Spending
460
460
238
210
240

Carry Forward from 04/05
0
1,535




2005/06 Supplementary estimates
0
10
340
340
340

Total Non-Rec Exp 
572
2,117
671
550
580

Total City Council Budget Requirement
15,033
16,615
15,998
17,459
18,173

Parish Council Precepts
317
317
336
340
350

Total GF Requirement
15,350
16,932
16,334
17,799
18,523

APPENDIX C

  RESOURCE PROJECTIONS

RESOURCES PROJECTION
         2005/06      

 Original       Revised         Estimate     Estimate
       £000         £000          


2006/07

Estimate

£000
2007/08

Projection

£000
2008/09

Projection

£000

Projected External Finance:






- Revenue Support Grant 
(5,694)
(5,694)
(1,573)
(10,095)
(10,347)

- NNDR Grant
(2,942)
(2,942)
(8,193)
0
0

- Surplus on Collection Fund
(66)
(66)
(55)
(55)
(55)

- C/Tax for Parish Precepts
(317)
(317)
(336)
(340)
(350)

- Council Tax Yield (estimate of 3.5% Increase 2006/07 +)
(5,391)
(5,391)
(5,720)
(5,937)
(6,162)

Total Income based on 3½% Tax Increase Projections
(14,410)
(14,410)
(15,877)
(16,427)
(16,915)

Plus Approved Contributions from Balances:






-  pre 2005/06 non-recurring commitments        
(183)
(183)
(93)



-  2005/06 non-recurring commitments     
(389)
(1,934)
(578)
(550)
(580)

-  pre 2005/06 recurring 
69
32
0
0
0

-  Pensions Fund 
(437)
(437)




Total Use of Reserves
(940)
(2,522)
(671)
(550)
(580)

Total Projected Resources 
(15,350)
(16,932)
(16,548)
(16,977)
(17,495)

APPENDIX D

SAVING PROPOSALS
Detail
2006/07

£000
2007/08

£000
2008/09

£000

Recurring Savings:




Commercial rental
(200)
(230)
(230)

Legal fee income
13
13
13

Local Authority Business Growth Incentive
(30)
(100)
(100)

Print Room Equipment
(10)
(10)
(10)

Risk Management
(42)
(42)
(42)

Waste Minimisation
0
(69)
(69)

Management Arrangements
(5)
(5)
(5)

Highways Claimed Rights Insurance
(40)
(40)
(40)

Vehicle Procurement
(20)
(16)
0

Benefits Advice Centre
(4)
(4)
(4)

Citizens Panel Research post
(20)
(20)
(20)

Raffles office rent
(9)
(9)
(9)

Future Base budget reductions
(340)
(340)
(340)

Total Savings
(707)
(872)
(856)






Income above CCP Target:




Licensing
(3)
(3)
(3)

Total additional income
(3)
(3)
(3)






Gershon Efficiency savings:




Computer Printing
(13)
(13)
(13)

Telephony/Mobile Phone contract
(20)
(20)
(20)

Flexible Working
(40)
(40)
(40)

Reduced Sick leave
(20)
(20)
(20)

Rationalisation of depots
(25)
(25)
(25)

Home working
(7)
(7)
(7)

Benefits section
(19)
(19)
(19)

Rates appeals
(25)
(25)
(25)

Energy Efficiency
(20)
(35)
(35)

New Payroll system
(3)
(3)
(3)

UNIX server rationalisation
(5)
(5)
(5)

Implementation of VOIP
(15)
(15)
(15)

Central Mail & DIP
(20)
(20)
(20)

Rationalisation Grounds Contract
(20)
(20)
(20)

Total Gershon Efficiency Savings
(252)
(287)
(287)






Total Recurring Savings/Income
(962)
(1,162)
(1,146)






Non -recurring Savings:





0
0
0

APPENDIX E

      New Spending Pressures


Detail
2005/06

£000
2006/07

£000
2007/08

£000
 Future 

£000

Recurring:





Insurance Premium increase
137
137
137


Concessionary Fares (gross)
779
779
779


Member & Officer Corporate Training
50
50
50


Members Broadband
10
10
10


Synthetic Football pitch
0
(43)
(43)


Cleaner neighbourhood Act/Area Working
0
0
0


CHA Grounds Maintenance Contract
0
0
0


Energy Costs Inflation
0
0
0


Electronic Document/Records system
0
0
0


Occupational Health 
0
0
0


2004/05 amending report
8
8
8


2005/06 amending report
9
9
9








Land Charges
36
36
36


Car Parking
14
14
14


Planning
103
103
103


Bereavement
100
100
100


Total Recurring
1,246
1,203
1,203








Non -Recurring:





Pay & Workforce Strategy project Team
189
55
0


Total Non Recurring
189
55
0
0










APPENDIX F

PARISH PRECEPTS 2006/07

Parish Council
Precepts Paid

2005/06

£
Precept Requested

2006/07

£
Percentage

Increase

Arthuret
38,390
37,720
-1.75

Beaumont
3,075
3,165
2.93

Bewcastle
3,250
3,250
0.00

Brampton
82,000
82,000
0.00

Burgh-by-Sands
11,275
11,750
4.21

Burtholme
1,540
1,600
3.90

Carlatton & Cumrew
250
500
100.00

Castle Carrock
2,875
3,300
14.78

Cummersdale 
4,000
4,000
0.00

Cumwhitton
2,420
2,540
4.96

Dalston
20,000
30,000
50.00

Denton Upper
1,000
1,025
2.50

Farlam 
1,600
1,800
12.50

Hayton 
11,500
11,845
3.00

Hethersgill
5,000
5,000
0.00

Ithington
5,200
5,200
0.00

Kingmoor
3,025
3,120
3.14

Kingwater
900
900
0.00

Kirkandrews-on-Esk
5,000
4,500
-10.00

Kirklinton
1,750
1,850
5.71

Midgeholme
350
350
0.00

Nether Denton
2,625
2,690
2.48

Nicholforest
4,000
4,000
0.00

Orton
2,400
2,400
0.00

Rockcliffe
2,500
2,700
8.00

Scaleby
3,000
3,600
20.00

Solport
1,000
1,000
0.00

Stanwix Rural
33,708
34,550
2.50

Stapleton
1,800
1,800
0.00

St Cuthbert Without
15,000
16,500
10.00

Walton
3,550
3,900
9.86

Waterhead *
600
620
3.33

Westlinton
1,200
1,400
16.67

Wetheral
41,014
45,000
9.72






TOTAL
316,767
335,575
5.93

* Estimated figures as precept request not received from Parish.
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